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This paper focuses on the use of environmental information in investment decision 
making. The research approach employed was based on an experiment where three 
groups were asked to allocate investment funds between two companies based on 
financial accounts and information material from these companies. The overall con-
clusion of the paper is that even though environmental information is not enough in 
itself to shift decision preferences, it seems to have some impact on decision mak-
ing. However, there seems to be a discrepancy between what decision makers say 
they do and what they actually do. First, environmental information apparently has 
greater impact on decision making in the short run than the long run despite deci-
sion makers saying that they value environmental information more regarding long-
run investments. Second, decision makers downplay the value of environmental 
information in corporate information material but this information seems to affect 
their decision making just the same. Third, qualitative information seems to affect 
decision making regarding short-run investments more than the combination of 
qualitative and quantitative information.  
 
1. Introduction 
Debates about the social responsibility of companies have been around for a long 
time (Heald 1957, Dunlap 1997). Inputs to the debate range from Milton Fried-
man’s “The business of business is business” to more critical commentators who 
think that companies have broader responsibilities to society than just increasing 
shareholder wealth at all costs (Estes 1976, Gray et al. 1987, Gray et al. 1996, 
Puxty 1986). This debate has focused on social dimensions such as workers’ rights, 
consumer protection, third world development and product stewardship (Gray et al. 
1986) as well as environmental dimensions regarding business impact on geologi-
cal, climatical, aquatical and biological systems. The environmental dimension is the 
focus of this paper.   
  2Within the environmental dimension some of the debate has focused on environ-
mental accountability – i.e. how companies can account for their environmental im-
pacts through reporting to external stakeholders (Gray et al. 1996). This paper fo-
cuses on decision making and information processing in the context of investors as 
an external stakeholder group (IRRC 2004, IRRC 1992). The focus is on decision 
making and the use of environmental information rather than investment theory 
and behavior per se.  
Traditionally, the assumption has been that investment decision makers do not 
have enough information to include the environment in their investment decisions. 
This information deficiency argument has been used to demand increased disclo-
sures of environmental information by companies (Araya 2003). This is again based 
on the assumptions that good environmental performance and more environmental 
disclosure are actually rewarded by investors and seen as sufficiently significant to 
be included as decision criteria. This is the question examined in this paper.  
The empirical research was carried out in 2003/2004 and focused on the effects of 
environmental information on investment decisions. The research approach em-
ployed was based on an experiment where the authors prepared financial accounts 
from two companies. One of these accounts was prepared in three versions. One 
had no environmental information, the second included qualitative environmental 
information and the third had both qualitative and quantitative environmental in-
formation. Decision makers were then given these accounts and asked to allocate 
funds to the two companies based on the information in the accounts. The differ-
ence in fund allocation was then measured to elicit how environmental information 
affected the decision making. The decision makers were also asked to rate different 
types of supplementary information regarding its relative importance to their in-
vestment decision making. The study was carried out among graduate business 
students.  
The overall conclusion of the paper is that even though environmental information 
is not enough in itself to shift investment preferences, it seems to have an impact 
on decision making. However, there is a discrepancy between what decision makers 
say they do and what they actually do. First of all, environmental information has 
greater impact on decision making in the short run than the long run despite deci-
sion makers saying that they value environmental information more regarding long-
run investments. Second, decision makers downplay the value of environmental 
information in corporate information material but this information affects their deci-
  3sion making just the same. Third, qualitative information seems to affect decision 
making regarding short-run investments more than the combination of qualitative 
and quantitative information. 
The paper is organized as follows. The next section discusses environmental disclo-
sures and investments including several prior studies in this area. Section 3 de-
scribes the methodology of the study. Section 4 presents the results of the study 
and section 5 concludes on the findings.   
 
2. Environmental disclosures and investment decision making 
Several frameworks have been proposed for framing information disclosures to ex-
ternal decision makers. One framework drawing on e.g. Arnold & Sutton (1987) is 
shown in figure 1. This framework takes its point of departure in the idea that the 
use of accounting information occurs through individuals and/or groups fulfilling in-
stitutionally embedded roles. This in turn means that these individuals and groups 
belong to a specific company, a specific NGO, a specific investor community and 
their interactions are therefore conditional upon these institutional contexts. Some 
of these contexts can be nested within each other; the context of a specific fund 
type can be nested within the context of a specific investment company, which in 


















Figure 1: Disclosing decision relevant information  
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there is no overview of the number of companies worldwide that disclose their envi-
ronmental performance (Solomon & Lewis 2002). Rikhardsson (1997) estimated 
that in 1996 there were approximately 1000 companies reporting on their environ-
mental performance through free-standing reports either voluntarily or within the 
European Union Environmental Management and Auditing Scheme (EMAS). Today 
sources like Tomorrow-Web, The Environmental Reporting Clearinghouse, the Sus-
tainAbility/UNEP surveys and new environmental reporting legislation in various 
countries would indicate that this number is significantly higher. In Denmark and 
the Netherlands 1000 and 300 companies respectively produce obligatory reports 
and currently there are approximately 3500 EMAS certified companies which have 
to produce an EMAS environmental statement (European Union 2004). Judging 
from surveys such as Rikhardsson et al. (2002), SustainAbility/UNEP (2000), Lober 
et al. (1996), Krut & Moretz (2000), there is also a significant level of voluntary so-
cial and environmental reporting. Conservatively, the total number of obligatory 
and voluntary free standing social and environmental reports produced worldwide 
might thus be in the range of 10,000 reports. Some sources (Osborne, forthcom-
ing) estimate that the total number of companies disclosing some sort of environ-
mental information might be around 85,000 companies. It should be noted that al-
though this is not a significant part of all registered companies worldwide, this 
number includes some of the world’s largest companies, which due to their size 
have significant impact on national and global economic, social and environmental 
development. 
Apart from the companies which have to comply with environmental reporting legis-
lation, why do some companies voluntarily report on their environmental perform-
ance? 
Different theories have been used to explain this like for instance legitimacy theory 
(Patten 1992, Wilmhurst & Frost 2000), stakeholder management theory (Clarkson 
1995) and corporate marketing and communication theory (Hooghiemstra 2000). 
However, the framework applied here is the decision usefulness theory (Staubus 
2000). This framework is based on the assumption that users of information evalu-
ate the information disclosed to them according to the usefulness of this informa-
tion. The more useful the information the higher the value placed on the informa-
tion. In the context of environmental disclosures, environmental reporting is con-
ducted because different stakeholders require additional information for their deci-
sions to those available in financial reports and other company communication. 
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needs of various stakeholder groups such as investors, environmental organiza-
tions, government, the press, local communities etc. (IRRC 1992, Azzone et al. 
1997, DK EPA 1999, Earl & Clift 1999). These and studies by e.g. Epstein (1992), 
Goodwin et al. (1996) and Deegan & Rankin (1997) have shown that investors 
seem to place some value on environmental information generally.  
Focusing on the use and impact of the disclosed information – i.e. the right hand 
side of figure 1 – two main types of methodologies have been applied in the litera-
ture. One is the market reaction studies or capital market studies where the reac-
tion of investors is measured by evaluating stock market variables (e.g. price or 
risk) in relation to social and environmental performance disclosures (for an over-
view see e.g. Ullmann 1985 and Mathews 1996). These studies focus on assessing 
the overall market reaction to disclosures of social and environmental performance 
information measured by changes in stock price, investment levels, risk assessment 
etc. The results of these studies are contradictory. Some have documented a posi-
tive relationship between disclosures and the measured variables – i.e. more (posi-
tive) disclosures elicit a favorable economic reaction from the market (Anderson & 
Frankle 1980, Belkaoui 1976, Preston 1976). Others have documented no market 
reaction to these types of disclosures (Freedman & Jaggi 1982) or even found signs 
of a negative market reaction (Ingram & Frazier 1983). 
Capital market studies differ regarding the variables tested, companies examined, 
the selected time periods, and contextual influences during those periods etc. This 
might be one reason why there is no definite conclusion regarding the importance 
of social and environmental performance disclosures to investors. However, accord-
ing to a review study by Margolis and Walsh (2002), the number of studies citing 
positive correlation between environmental disclosures and some sort of perform-
ance indicator is higher than the number of studies showing a neutral or negative 
correlation.  
The other type of research methodology that has been applied to study investor re-
actions to these types of disclosures is survey-based decision experiments i.e. focus 
is on the person who is actually investing the funds – based on the information this 
person has regarding the investment choice. Only a few studies, however, have ap-
plied this methodology on investment decision making based on social and envi-
ronmental performance disclosures. 
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closures, were made by Hendricks (1976) and Belkaoui (1980). Hendricks’ experi-
ment focused on human resource accounting and showed that stock investment de-
cisions were affected by the inclusion of this information to conventional accounting 
information. Belkauoi, on the other hand, investigated whether the investment de-
cision by an external user would be different when pollution abatement costs were 
disclosed. There were 225 subjects in the experiment, grouped by occupation, 
which were students, bank officers and accountants. The results generally showed 
that the various accounting treatments for pollution control information had an ef-
fect on the investment decision. Their effect was mostly significant with the bankers 
but the accountants reacted to the information only when investing for capital gains 
in the long term, while students did not perceive the importance of the abatement 
cost information at all. Thus experience and education seem to play a role in the 
interpretation and use of this type of information. 
Another study, which has applied the experimental methodology, is the study re-
ported in Milne & Chan (1999) and Chan & Milne (1999). They assessed the deci-
sion behavior of financial analysts (investment analysts and accountants) when pre-
sented with information packages with and without voluntary narrative – i.e. quali-
tative - social disclosures. Using control groups their main conclusion was that nar-
rative social performance information does not have an impact on short-term in-
vestment strategies but has some significance for longer-term investment strate-
gies although on the whole this impact is negligible. Milne & Chan find this at odds 
with previous studies by e.g. Epstein (1992), Goodwin et al. (1996) and Deegan & 
Rankin (1997) where investors’ attitudes were shown to be positive towards social 
information.  
Although the overall evidence is somewhat inconclusive, there is reason to believe 
that decision makers, at least in some cases, value environmental information posi-
tively and reward the companies which disclose this type of information in invest-
ment contexts. Based on the above studies, some tentative assumptions can be 
drawn regarding the link between decision behavior and the use of environmental 
information. First, there seems to be some difference between occupational groups 
regarding information use in decision making but the evidence is not conclusive. 
Second, there is some indication that environmental information is more relevant 
when investing for the long term. Third, some studies have focused on the relation 
between what decision makers say and what they do – i.e. whether their behavior 
corresponds to their stated attitudes. Some evidence indicates that when decision 
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flected in their actual behavior. None of the studies mentioned above have explicitly 
measured whether different information formats – i.e. qualitative or quantitative 
information or a combination thereof – affect decision making differently.  
Focusing on the above assumptions, the study reported in this paper focuses on the 
use and analysis of environmental information – i.e. the right hand side of figure 1 
– where the basic aim is to assess the importance of environmental information for 
portfolio investment decisions given different investment horizons (long-term vs. 
short-term investment decisions) as well as different information formats (i.e. 
qualitative vs. quantitative information).  
 
3. The methodology of this study 
The methodology adopted is of an experimental design. As in most experiments, this 
means that some of the experimental subjects were influenced in some way while 
other subjects were not. Then the differences in responses between the subjects were 
measured. How this design is reflected in our study is described below.  
3.1 The research instrument 
The research instrument was constructed in such a way that it provides a reasona-
bly realistic basis for a portfolio decision. The instrument was divided into two 
parts: Part A and B. 
Part A consisted of a several pages long description of two companies between 
which a predetermined sum of money had to be divided (i.e. the portfolio decision) 
given both a long-term and short-term investment strategy. Short-term was de-
fined as time spans up to 1 year while long-term was defined as time spans from 1 
to 3 years. Part A was developed based on information provided by two actual 
companies in their quarterly reports. The identity of the companies was disguised in 
order to prevent any prior knowledge of the companies from affecting the final 
portfolio decisions. The disguise consisted of both changing the values in the origi-
nal company accounts as well as company background information. Although the 
values were changed in the accounts, they still reflected the size ratios present in 
the original accounts. No effort was made to calibrate the information to make the 
companies equally desirable. The control group in the experiment (see later) was 
  8meant to provide information on such potential differences in the relative desirabil-
ity of the two companies.  
Part B consisted of a questionnaire with three elements: 
1)  Background information on the participating subject 
2)  The portfolio decision – both long and short terms 
3)  Debriefing questions on: 
a.  the relative importance of different parts of the information provided 
in the information material  
b.  questions on the use of financial and non-financial information by the 
respondent for investment decision making in general 
c.  validation questions on the sufficiency of the information provided for 
the actual portfolio decision 
d.  background questions regarding the age, gender, education etc. of 
the respondents  
The debriefing questions in Part B followed the same structure as the presentation 
of the supplementary information in the company accounts. The categories used 
were:  
1)  Summary information traditionally found at the beginning of most company 
accounts 
2)  Main financial figures and ratios year to date for the first three quarters of 
the year (i.e. a 9-month overview) 
3)  Revenue development in the period 
4)  Income development in the period 
5)  Investment descriptions and information for the reporting year  
6)  Environmental issues such as environmental management systems and en-
vironmental performance  
7)  Employee health and safety issues 
  98)  Currency developments and risks 
9)  Expectations for the future 
10)  Five-year comparison of main financial figures and ratios 
Regarding the use of supplementary information in general concerning long- and 
short-term decisions, the subjects were asked to rate certain supplementary infor-
mation types on a Likert scale with 1 being not relevant and 5 being very relevant. 
The following information types were presented:  
1.  Information about corporate social responsibility 
2.  Information about corporate environmental performance 
3.  Information about corporate knowledge management and intellectual 
resources 
4.  Information about corporate values and ethical standpoints 
5.  Information about employee health and safety issues 
6.  Information about value creation (i.e. value statements) containing 
information such as Economic Value Added, Return on Investment 
etc.  
The manipulations in the experimental design were set up as described in table 1. 
Apart from this additional environmental information, all other information in Beta, 
Delta and Gamma was the same. Thus each subject had to make a portfolio deci-
sion by assigning an amount to company Alpha and to another company either 
Beta, Delta or Gamma.  










First company  Alpha   Alpha  Alpha 
Second com-
pany 






tween Beta and 
The difference be-
tween Delta and 
  10establish the prefer-
ence between the 
two companies 
without environ-
mental information  
Delta consisted of 
a description of a 
recent ISO certifi-
cation as well as 
an elaboration on 
environmental 
conditions as part 
of a statement on 
company affairs 
Gamma consisted 




formance issues in 
the Gamma infor-
mation material 
Table 1: Manipulations in the research design  
The research instrument was designed and tested in several stages to minimize 
participation fatigue due to the time needed to complete the questionnaire and to 
secure the best possible level of realism of the portfolio decision.  
3.2 Subject selection and randomization 
A process of random assignment of case versions to subjects was initiated to avoid 
systematic errors and secure replicability. In effect, one of the great strengths of ex-
periments is that randomization can be used. Kerlinger (1979, p. 92) even argues that 
“it is the only defensible method invented to increase the probability of the validity of 
experiments and the inferences made from them by increasing the probability of 
“equality” of experimental groups in all possible independent variables”. 
The subjects chosen for this study were graduate business students. The instrument 
was administered at the end of a joint course in advanced financial accounting for 
finance graduates and management accounting graduates. This group is character-
ized by having an understanding of corporate communication requirements and the 
availability of financial as well as non-financial information for investor decision 
making but no practical experience (Belkaoui 1980). Using students as proxy for 
investor behavior has to some extent been debated in the literature (Gordon et al. 
1986). The conclusion seems to be that in relation to investment studies, students 
can to some extent be used as indicators of investment behavior of professional in-
vestors (Ashton & Kramer 1980).  
Table 2 summarizes the basic parameters of the experiment.  
 



















Table 2: Overview of the experimental design 
3.3 Hypotheses development and operational measurements  
If the information related to the environment is regarded as positive information 
which provides added value, then our expectation is that the decision maker will 
assign a relatively larger portion of the investment to the company where more en-
vironmental information is available. If we expect no importance of the environ-














Where A is Alpha, B is Beta, D is Delta and G is Gamma.  
 
Hence, the null hypothesis for the long/short-term portfolio decision is: 
HLong term/short term: For the long/short-term portfolio decision there is no difference 
between the relative amounts assigned to the two companies reflecting the content 
of environmental information. 
The operational measure for the information content variable is the relative amount 
invested in company two (i.e. the case manipulation). Hence, a positive relation 
(i.e. environmental information matters) would be measured as the differences in 
the ratio of the amount invested in the second company in relation to the total in-
vestment:  







p p  
That means that the more environmental information is introduced, the greater it 
affects the preferences of the participating subjects.  
 
4. Results 
This section is divided into three subsections. First, we examine the findings related 
to the long-term investment decisions. Second, the findings related to the short-
term investment decisions are examined. Third, we provide evidence in order to 
validate the information content of the company descriptions provided as a basis for 
the portfolio decisions.  
A total of 82 participants returned the questionnaire with their investment decision 
and answers to questions regarding their use of information.  
4.1 Long-term portfolio investment decisions 
According to the descriptive statistics in table 3, the direction of the independent 
variable is confirmed. For all the three portfolio decisions, the subjects prefer to in-
vest a larger amount in Alpha than the second company (Beta, Delta or Gamma 
respectively). On average 30.7% of the funds are invested in the second company 
while 69.3% are invested in the first company.  
In the benchmark portfolio 25.7% is assigned to the second company, which of 
course reveals that 74.3% of the amount on average is invested in Alpha. The di-
rection of the independent variable is confirmed by an increase in the allotted 
amount to 31.8%, when the second company includes the qualitative environ-
mental cues (i.e., Delta). When quantitative information is added, then the allot-
ment rises to 34%.  















Beta 30  .2563  .18689  .03412  .1865  .3261  .00  .80 
Delta 31  .3306  .24176  .04342  .2420  .4193  .00  1.00 
  13Gamma 33  .3470 .25737 .04480  .2557  .4382 .00  1.00 
Total 94  .3092  .2338  .0258  .2280  .3581  .00  1.00 
Table 3: Descriptive statistics for the long-term investment decisions 
While the direction of the independent variable is confirmed, the null hypothesis 
HLong term is not rejected (see table 4). The ANOVA test for differences of means be-
tween Beta and Delta, Delta and Gamma and Beta and Gamma respectively is not 
significant for the long-term portfolio decision. These tests are shown in table 4.    
  Sum of 
Squares 





.084 1  .084  1.796  .185 
Within 
Groups 
2.766 59  .047        
ANOVA for Beta – Delta – 
Long-term  
Total 2.850  60          
Between 
Groups 
.004 1  .004  .068  .795 
Within 
Groups 
3.873 62  .062        
ANOVA for Delta – Gamma – 
Long-term 
Total 3.877  63          
Between 
Groups 
.129 1  .129  2.514  .118 
Within 
Groups 
3.133 61  .051        
ANOVA for Beta – Gamma – 
Long-term 
Total 3.262  62          
Table 4: ANOVA for the long-term portfolio decisions  
The subjects were also prompted for an assessment of the relative importance of 
different sources of information in the information material regarding long-term in-
vestments decisions. Hence, the subjects were asked to value the information 
available in the company information material. Below is a table with descriptive sta-
tistics for each of the information categories valued on a five point Likert scale with 
1 as not important and 5 as very important. The results are shown in table 5. 
  
  14Information provided in 
the company material  N Minimum  Maximum Mean 
Standard 
deviation 
9-month overview  94 0  5  3.74  .903 
Revenue development  94 0  5  3.55  .946 
Income development  94 0  5  4.23  .809 
Investments  94 0  5  4.35  .924 
Environment  94 0  5  2.86  1.113 
Health and safety   94 0  5  2.73  1.049 
Currency  94 0  5  2.76  1.023 
Expectation to the future  94 0  5  4.49  .772 
Five year overview  94 0  5  4.23  .955 
Table 5: Evaluation of the relevance of information provided regarding the long-
term investment decisions 
Table 5 suggests that for the investors, the financial information provided in the 
company descriptions is important for long-term portfolio decisions. Most value was 
assigned to information on income (4.23 on average) and on management expecta-
tions for future periods (4.49 on average). Least value was assigned to information 
on currency development (2.76 on average), environmental issues (2.86 on aver-
age) and health and safety (2.73 on average) meaning that the investors saw these 
as being of less relevance to the investment decision.  
The subjects were also asked to value different types of supplementary information 
regarding long-term decision making in general. This result is shown in table 6. 
Information type 
N Minimum Maximum  Mean 
Standard 
deviation 
Social information  94 1  5  3.21  .926 
Environmental information  94 1  5  3.53  1.002 
Knowledge information  94 0  5  3.55  .990 
  15Ethical information  94 1  5  3.11  .944 
Health and safety information  94 1  5  3.18  .939 
Value statements  94 1  5  3.66  .934 
Table 6: General use of various information types regarding long-term investments  
In general, the subjects assign the highest ratings to value statements, knowledge 
resources and environmental information. Decision makers thus seem to value en-
vironmental information more regarding long-term decisions when asked about 
general preferences than when judging the relevance of environmental information 
in the information material presented to them.  
4.2 Short-term portfolio investment decisions 
The results for the short-term investment strategy differ somewhat from the results 
for the long-term investment decision as shown in table 7. The direction of the in-
dependent variable is barely confirmed signaling that the investors were somewhat 
indifferent to the investment objects. However, looking at the distribution, it be-
comes clear that for the second company in the case of Beta and Gamma, the di-
rection is confirmed but for Delta (qualitative information), the reverse happens – 
i.e. the investors prefer Delta as an investment object in the short run. This seems 
to indicate that the investors are affected by qualitative information in the short run 
while adding quantitative information does not increase this effect. 















Beta 30  .4267  .2420  .0441  .3363  .5170  .00  .80 
Delta 31  .5516  .3355  .0603  .4285  .6747  .00  31 
Gamma 33  .4848 .3073 .0535  .3759  .5938  .00  33 
Total  94  .4877 .295 .0526  .3802  .5951  .00 1.00 
Table 7: Descriptive statistics for the short-term portfolio investment decisions 
According to the ANOVA test, however, the difference is not significant and the null 
hypothesis HShort term is not rejected when looking at all subjects at the same time 
  16as shown in table 8. The direction of the independent variable is confirmed by a 
higher F-value than for the long-term decision. 
  Sum of 
Squares  df 
Mean 
Square  F Sig. 
Between 
Groups  .238 1 .238 2.766 .102
Within 
Groups  5.076 59 .086    
ANOVA for Beta – Delta – 
short term 
Total 5.314 60        
Between 
Groups  .071 1 .071 .690 .409
Within 
Groups  6.400 62 .103    
ANOVA for Delta – Gamma – 
short term 
Total 6.471 63        
Between 
Groups  .053 1 .053 .687 .410
Within 
Groups  4.721 61 .077    
ANOVA for Beta – Gamma – 
short term 
Total 4.774 62        
Table 8: ANOVA for the short-term portfolio decisions 
The subjects were also prompted for an assessment of the relative importance of 
different sources of information in the information material for the short-term deci-
sions. The results are shown in table 9.  
Information provided in the 
information material  N Minimum  Maximum Mean 
Standard 
deviation 
9-month overview  94 0  5  4.36  .841 
Revenue development  94 0  5  3.95  .932 
Income development  94 0  5  4.50  .758 
Investments  94 0  5  3.36  1.163 
Environment  94 0  5  2.32  1.029 
Health and safety   94 0  5  2.36  .949 
  17Currency  94 0  5  2.93  1.280 
Expectation to the future  94 0  5  3.53  1.216 
Five year overview  94 0  5  3.54  1.094 
Table 9: Evaluation of the relevance of information provided regarding the short-
term investment decision 
Table 9 shows that as for short-term investment decisions, the greatest emphasis is 
placed on information on income on the 9-month review and on revenue develop-
ment. Least value was assigned to information on environmental issues and health 
and safety meaning that the investors saw these as being of less relevance to the 
investment decision than the other types of information.  
The subjects were also asked to value different types of supplementary information 
regarding short-term decision making in general. This is shown in table 10.  
Information type 
N Minimum Maximum  Mean 
Standard 
variation 
Social information  94 1  5  2.41  .921 
Environmental information  94 1  5  2.51  .992 
Knowledge information  94 1  5  2.78  1.089 
Ethical information  94 1  5  2.47  .980 
Health and safety informa-
tion 
94 1  5  2.69  .962 
Value statements  94 1  5  3.19  1.185 
Table 10: General use of various information types regarding short-term invest-
ments 
From table 10 it is noticeable that the perceived importance of environmental in-
formation is valued lower than for the long-term decision. This clearly contrasts to 
the manipulation effects, where the direction of the independent variable measuring 
the environmental information was confirmed (although not significantly). In gen-
eral, the subjects do not perceive supplementary information in the form of envi-
ronmental information as having high importance for short-term portfolio decisions, 
  18both regarding the information material provided as well as regarding general pref-
erences.  
4.3 Validation of the research instrument 
The subjects were also asked whether the information provided in the company de-
scriptions was sufficient. The sufficiency was measured on a five point Likert scale 
with 1 as completely insufficient and 5 as completely sufficient. The responses indi-
cate that the amount of information on the different issues was sufficient. The in-
vestors indicate average values above 3 for all types, while pointing to two informa-
tion types where more information would be desired (i.e. investments and future 
expectations). It is noticeable that the information on environmental matters was 
rated as sufficient by the investors (3.24 on average using the Likert scale). In to-
tal, these findings provide validation of the research instrument regarding the in-




It should be noted that none of the relationships in the data proved to be signifi-
cant. It could thus be tentatively concluded that of all the supplementary informa-
tion types presented, environmental information was valued as the least relevant 
regarding both the long-term and the short-term investment strategy. If the study 
had only consisted of asking investors about their information preferences, then the 
traditional interpretation of this finding would be that environmental information 
presented alongside other types of mostly financial information has an insignificant 
effect on decision makers. However, the findings of the experiment itself indicate 
some discrepancy from this traditional interpretation when looking at the directions 
of the variables.  
First of all there seems to be a mismatch between what decision makers say they 
do and what they actually do. The participating subjects state that they do not 
value environmental information in the information material where environmental 
information is rated lowest of all the supplementary information presented. How-
ever, the paradox is that despite this, the subjects seem to incorporate environ-
mental information when making investment decisions which is shown in the shift in 
preferences when introducing environmental information in the information material 
  19presented to the decision makers. That is to say: If environmental information is 
included in company information material, this seems to affect decision making 
even though the subjects state that they do not place any relative value on envi-
ronmental information in the information material provided to them. Reporting on 
environmental performance thus seems to have some positive effect.  
Still another discrepancy between what decision makers say and what they do ap-
pears regarding the impact of environmental information when investing for the 
long term and short term respectively. When investing for the short term, the sub-
jects were somewhat indifferent regarding the investment objects (see the means 
in table 3). However, when investing for the long term, the investment seemed to 
shift towards the company not reporting any environmental information (the means 
in table 7). This is clearly at odds with other studies such as Milne & Chan (1999) 
where supplementary information – in their case narrative social information – 
seemed to have some limited effect on long-term decisions.  
Another issue regarding long-term investment is that decision makers seem to 
value environmental information more regarding long-term decisions when asked 
about general preferences than when judging the relevance of environmental in-
formation in the information material presented to them. This might be due to 
some difference between the general value of environmental information and the 
actual usability of this information when presented by a specific company.  
Another puzzle emerges when looking at the difference in the impact of quantitative 
and qualitative environmental information regarding the different time horizons 
analyzed. Although not significant, the direction of the data indicates that both 
types of environmental information is valued positively regarding long-term invest-
ment – i.e. decision makers react to this information by allocating more of the 
funds to companies reporting environmental information. However, looking at 
short-term investment, decision makers seem to react quite strongly to qualitative 
environmental information by shifting their preference to the company in question 
(see table 7). When introducing quantitative environmental information alongside 
the qualitative information, the preference shifts but nowhere near as much as 
when the material only contained qualitative environmental information. It is diffi-
cult to explain this development in the data. As the relationship is not significant, 
one could expect other exogenous factors to have had an impact, which confuses 
the picture.  
  20The overall conclusion is that environmental information in itself is not sufficient to 
shift preferences towards the companies reporting this information as none of the 
null hypotheses were rejected. Other information – mainly financial – seems to play 
a more significant role. However, judging from the direction of the data, including 
environmental information in corporate information material seems to affect the 
preferences of decision makers when allocating funds – despite them saying that 
they do not place any importance on environmental information in the information 
material presented to them.  
If this holds, then this has some implications for studies using decision usefulness 
theory as a criterion in analyzing decision making behavior. Asking decision makers 
about their preferences for and use of information might not always give a true 
view of what they actually do in practice when given this information. If the deci-
sion makers studied in this paper were to be believed, then the environmental in-
formation included in the information material presented to them was unimportant 
but it seemed to affect their decision making all the same judging by the results 
from the experiment.  
It should be noted that this study is not enough to generalize about investment be-
havior. Using students as proxy for investment decision making gives some idea of 
environmental information use and interpretation but one should be cautious when 
generalizing this to, say, professional investors. Consulting figure 1 then there are 
several contextual factors that affect decision making which might affect different 
investor groups differently. To examine this more data is needed from different 
types of investors and financial analysts.  
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